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Highlights
Gas Demand from power approaches new high
If Mother Nature delivers on the current near-term tempera-
ture outlook, US natural gas power burn could be poised to
set an all-time high near the end of this month, according to
the most recent 14-day forecast from Platts Analytics’ Bentek
Energy. As of Monday, July 12, the forecast was projecting
US power burn to rise and peak at 39.7 Bcf on July 26, fueled
by average US temperatures currently forecast to reach 83
degrees Fahrenheit. The Platts Bentek short-term forecast
projects power burn out 14 days based on historical gas flows
to power plants in Platts Analytic’s power burn sample, and a
third-party weather forecast from Customer Weather.
May break 40 Bcf

The previous record occurred on July 29, 2015 when US
average temperatures came in at 81 degrees. If temperatures
are at the forecast level of 83 degrees on July 26, power burn
could break the 40 Bcf mark. If the short-term forecast mate-
rializes, July power burn would average 34.7 Bcf/d, which
would be roughly a 3% increase from last year, as well as
Platts Bentek’s official forecast for the month of 33.6 Bcf/d.

So far this month power burn has averaged 1.7 Bcf/d, or
6%, above 2015 levels for July, with the increases most pro-
nounced in the Midwest, Southeast and Rockies. Despite
generators benefiting from low fuel prices, as well as the US
having more installed gas capacity than ever before, burn has
still come in slightly lower than 2012 levels, which was the
last time demand was at comparative highs.
Midwest leads the surge

From an absolute demand perspective, the Midcon market
is the region that is expected to post the most significant gains
compared to prior expectations and where burn was at last
year. If the forecast holds, power urn for the region would
average 29% over Platts Bentek’s July forecast and 54% over
July 2015 burn which averaged just under 2.1 Bcf/d. Demand
in the region is seeing a boost as a result of coal retirements
and sustained coal-to-gas switching. In 2015, the region re-
tired 2.7 GW of coal capacity. Since the start of the year, an-
other 3.8 GW of capacity has gone offline. On the fuel-
switching front, data from Platts Bentek suggest that the re-
gion has led the nation for switching, with year-to-date
switching estimated at 544 MMcf/d, a 23% increase over last
year.

Comparatively, all other regions have actually seen lower
switching levels due to reduced potential from retirements,
while the Midwest also has had its share of retirements; as a

region it only made up 17% of total coal retirements in 2015.
Source: Platts Gas Daily

Data

e Aug. 2016 Natural Gas Futures Contract (as of July 15)
NYMEX at Henry Hub closed at $2.756 per million British
thermal units (MMBtu)

e August 2016 Light, Sweet Crude Oil Futures Contract WTI
(as of July 15), closed at $45.95 per U.S. oil barrel (Bbl.) or
approximately $7.92 per MMBtu

Last week: Texas warmer than normal last week

For the week beginning 7/10/16 and ending 7/16/16, cooling
degree days (CDDs) were higher than normal (warmer) on
average for the week and for the year to date for most of the

Texas cities shown.
Source: WWW.CpcC.ncep.noaa.gov
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Last week: U.S. natural gas storage at 3,243 Bcf

For the week ending 7/08/2016 working gas in storage increased
from 3,179 Bcf to 3,243 Bcf. This represents an increase of 64
Bcf from the previous week. Stocks were 507 Bcf higher than
last year at this time and 586 Bcf above the 5 year average of

2,657 Bcf. Source: http://ir.eia.gov/ngs/ngs.html
U.S. WORKING GAS IN STORAGE
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. Week | prior | O™ | from 5-YR
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7/08/16 change (%)
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Lower 48 states, underground storage, units in billion cubic feet (Bcf)

Available at: http://www.rrc.texas.gov/gas-services/publications-statistics/natural-gas-trends/ Kari French, Director, Oversight & Safety Division
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Last week: U.S. gas rig count up for the week

The gas rig count for the U.S. was up one for the week and down
129 when compared to twelve months ago. The total rig count for
the U.S. was up seven compared to last week and down 410 when
compared to twelve months ago. The total rig count includes both

2016 prices. Natural gas prices for 2016, shown below in
green, are the NYMEX settlement prices for lan-July and
futures prices forthe year.

oil and natural gas rotary rigs.
Source: Baker Hughes NYMEX NATURAL GAS PRICES: 2014 - 2016
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NATURAL GAS PRICE SUMMARY AS OF 7/15/2016
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US August futures

NYMEX $2.756|  -$0.045]  -30.972]  $3.054
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